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ANNUAL GENERAL MEETING 


The Company will hold its Annual General Meeting on 
Thursday, April 29, 1971, at 11:00 a.m., Eastern 
Daylight Saving Time, in the Salon Jolliet, The Queen 
Elizabeth Hotel, Montreal, Quebec. 


W. D. MULHOLLAND 
President & Chief Executive 
Officer, Brinco 


... from the President 


As pressing as some of our immediate problems were in 1970, we endeavored 
to look beyond them to the future development of the Company. This en- 
tailed, in the first instance, some organizational changes. To a greater extent 
perhaps than with most companies, such changes may be expected to be a 
fairly common occurrence for some time to come. The life cycle of a project 
comprises several distinct phases—conceptual, planning and engineering, 
construction and operation. As the transition is made from one phase to the 
next, organizational changes are essential and normal. As might be expected, 
multiple projects, each in a different phase, require an unusually flexible and 
adaptable organization staffed by high grade people. We are extremely for- 
tunate in this respect. 


Notwithstanding that 1970 was the biggest and most critical year of the 
Churchill Falls Project, and that we began the year under some handicaps, 
we drew heavily upon our reserves of strength in the middle management 
ranks, giving a number of these executives substantially increased responsibil- 
ity. As a result, while the 1970 program was carried out in a highly satisfac- 
tory manner and the ground lost as a result of the 1969 railway stoppage 
recovered, we were able, before the year was out, to direct substantial time 
and effort of the senior management toward planning for the future activities 
of the Company. 


More often than any other question I am asked what Brinco plans to do 

after the Churchill Falls project. Usually such a question tends to assume a 
geographic context; that is, our future is seen solely in terms of our extensive 
mineral and water power concessions. Without in any way intending to 
minimize the importance to us of these rights and obligations, I see our future 
as guided to a degree by the capabilities of our people. We have an integrated 
project planning, control and management organization, including many 
highly sophisticated specialists, which is able to hold its own with any 

similar team in the world. We also have a young, dedicated exploration team 
of whom we are very proud. Not only because of the human values involved, 
but also for very practical reasons, we prefer to utilize this organization, 
which has served your Company with great distinction, to the limit of its 
considerable capabilities. Those of us with responsibility for management 
accordingly tend to look first for avenues of growth which will permit us to 
lead from this strength. This is, of course, not in the least inconsistent with 
further resource development in our concession areas. On the other hand, the 
clear import of such a policy is a scope of activity which is not limited 
geographically. 


Last year saw a number of occasions when our geologists were called upon to 
investigate properties or operations outside of our concession areas. This 
activity is continuing on a somewhat increased scale in 1971 and, for the first 
time, we expect to locate a Brinex team in Western Canada to carry out a 
program which has been under study for several months. 


In Labrador, our exploration work will be considerably more concentrated 
than has been the rule in the past as attention is focussed upon prospects 
revealed by earlier regional programs. 
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In Newfoundland, we shall be completing this year an extensive regional pro- 
gram in the Halls Bay area which will account for most of our exploration 
activity there during the coming season. 


Net exploration expenditures in Labrador and Newfoundland are expected to 
be down in 1971, partly because of the completion of non-recurring programs, 
such as last year’s aerial survey. 


We have done a great deal of work on the Lower Churchill River and plans 
looking to the development of the Gull Island site are well advanced. We are 
at the point now when attention should be given to the necessary commercial 
and financial studies. This is impractical, however, until the Government of 
Canada acts to resolve the present uncertainty over the tax system. 


In the meantime, our engineers have been engaged in preliminary surveys of 
other rivers in Labrador with the object of assessing their power potential and 
relative economic position. This work, difficult under the best conditions, is 
severely handicapped by the lack of adequate mapping over most of the area. 
This is something that is taken for granted in many parts of the country. Un- 
fortunately, we must do much of this work ourselves in order to obtain the 
required standard of accuracy. This is expensive and time-consuming. Never- 
theless, we are taking steps to improve our ability to supply electric power on 
reasonable notice to any enterprise in Labrador which requires it. At the same 
time we are gathering the basic knowledge necessary to plan for the orderly 
and efficient development of the region’s extensive hydraulic resources. 


Recently, your Company concluded an agreement which will enable us to 
acquire a majority interest in a company formed to undertake an investiga- 
tion of the hydro-electric potential in the Iskut-Stikine area of the Province 

of British Columbia. Accordingly, as an initial step, a field program is being 
planned for this summer as part of a study of the feasibility of an industrially- 
related power development. This would be an important step in opening up a 
remote region to development of its extensive natural resources. 


*k * OF 


For some time the Company has had under study the question of the con- 
struction in Canada of a facility for the isotopic enrichment of uranium, 
utilizing the gaseous diffusion process. The enrichment process is an impor- 
tant element in the nuclear fuel cycle for certain types of power reactors in 
wide use throughout the world. 


Uranium contains two isotopes—uranium-235 and uranium-238—though in 
widely differing proportions. Uranium-238 accounts for more than 99 per cent 
of the uranium content while the less abundant U-235 accounts for only 0.71 
per cent. The U-235 isotope is the all-important factor making uranium an 
effective fuel for electric generating plants. While some nuclear reactors 
operate on natural uranium by using a heavy water moderator, most reactors 
for nuclear power plants now in operation or under construction throughout 
the Western World will be of the light water type requiring a higher con- 
centration of U-235. Reactors requiring augmented or “‘enriched”’ fuel are 
expected to account for approximately 90 per cent of the Western World’s 
nuclear power plants by the late 1970’s. 

(continued on page 4) 
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Several processes for increasing the U-235 content to between 2 and 3.5 per 
cent—the percentages required for light water reactors—have proved work- 
able. At present, however, only the gaseous diffusion process has been 
demonstrated to be reliable and economic as a process for uranium enrich- 
ment in large-scale, high-volume applications. 


Every indication points to a critical shortage of nuclear fuel in a few years 
unless steps are taken at once to augment existing free-world enrichment 
capacity. We believe that a strong prima facie case can be made for the 
feasibility of such a facility in Canada. A final conclusion, however, can only 
be reached after more detailed study and investigation in a number of areas, 
including both gaseous diffusion and alternate process production technology, 
which will require prior official sanction. 


In our view, the question of locating such a facility in Canada should cer- 
tainly not be allowed to resolve itself by default. While it is easy to overstress 
the importance of projects in which one is involved, we sincerely believe that 
this decision will be one of great importance to Canada. Accordingly, we have 
asked the Government of Canada if it would permit the location of such a 
facility in Canada and if it would support diplomatically our initiative in 
launching such an undertaking. 


In view of the very important questions involved of national and international 
security, of relations with other nations and of national policy in other areas, 
it is unthinkable that we should undertake this project without the whole- 
hearted approval and support of our Government. Subject, of course, to a 
favorable response from the Government of Canada and to our ultimate 
judgment as to the feasibility of the project, we would propose to take the 
lead in conducting the complex commercial negotiations and in organizing, 
planning, constructing and managing the project. 


We recognize that it is premature to form a judgment as to the precise owner- 
ship structure of the project,and would at the proper time approach this ques- 
tion with an open mind. We do believe, however, that this project will be 
dependent to an extraordinary degree upon international co-operation for its 
success and that, accordingly, participation in the ownership by entities 
domiciled outside Canada should be encouraged. 


A major part, and perhaps all, of the initial capacity of the proposed facility 
would be reserved for performing enrichment services on a tolling basis. Sim- 
ilarly, it would be expected that a major part, or all, of the initial capacity 
would be committed under long-term agreements. 


By way of a rough order of magnitude figure, the cost of an enrichment facil- 
ity of moderate size would approximate that of the Churchill Falls Project. 
Its requirements for electrical power would exceed 2,000 megawatts. We have 
considered several possible sites in Canada for such a facility but are not yet 
prepared to form a conclusion as to a particular location nor is it likely that 
we Shall do so for some time. 


* ke * 


I commented last year upon the broad significance to the Company of the 
Government’s White Paper containing its proposals for restructuring the tax 
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system. As indicated at that time, the Company submitted briefs to the Par- 
liamentary Committees considering the White Paper. Together with my col- 
leagues in the management of the Company, I appeared before the Standing 
Committee of the House of Commons on Finance, Trade and Economic Affairs 
and before the Standing Senate Committee on Banking, Trade and Com- 
merce. We received courteous and attentive hearings from both Committees 
and the reports of the Committees which have now been tabled, show sub- 
stantial appreciation of the problems referred to in our briefs. 


Regarding investor-owned utilities, the House of Commons Committee re- 
cognized that these utilities have a valid objection to the proposal to deny tax 
credits to shareholders. The Minister of Finance proposed to the Committee 
an alternative procedure which would have reduced the rebates to the Prov- 
inces under the Public Utilities Income Tax Transfer Act. This alternative 
would pose serious problems for the Company and CFLCo and we promptly 
made representations to both Committees of Parliament and to the Minister 
of Finance with respect thereto. The House of Commons Committee in its 
report recognized that the arrangement proposed by the Minister of Finance 
would not cover situations where long-term power contracts contemplated 
continuance of the existing tax system and recommended that special Federal- 
Provincial attention be given to ensure a just result. 


We pointed out in last year’s Report that the proposed treatment of divi- 
dends in relation to capital cost allowances was especially prejudicial to long- 
lived projects involving heavy capital investment. The House of Commons 
Committee has expressed the view that Canadian corporate level tax incen- 
tives (depletion, capital cost allowance, etc.) should flow through to Canadian 
resident shareholders. 


The Senate Committee took quite a different approach to the White Paper in 
rejecting the integration proposals and suggesting a tax credit system. If such 
proposals were adopted, many of the problems on which we have made re- 
presentations would not arise. 


We believe that there is now a much better appreciation of the problems 
which we set forth in our briefs and to the Parliamentary Committees. It is 
unfortunate that uncertainty will continue to exist until the Government’s 
proposals to Parliament are acted upon. Nevertheless, we are thankful that 
the procedure adopted by the Government has given us and others an op- 
portunity to present our views and hope that any new tax legislation will not 
contain provisions impairing the ability of your Company to develop additional 
power resources. 


* * * 


You will see that this year’s report to shareholders is accompanied by a small 
supplement ‘“‘The Land God Gave to Cain’. So many people have asked us 
not only about the Churchill Falls Project but also about the fascinating land 
in which it is located that we thought we should find a way to tell you not 
only a little about this land but how we feel about it. The Labrador of the 
caribou herds and wolf packs and of the firebush and black spruce forest is 
important to us. It is just as much as part of the Churchill Falls Project as 
the underground chambers and the huge earth-moving machinery. 

(continued on page 6) 


I wish I could tell you that we are building the largest power project in the 
Western World without cutting down a single tree or frightening a single 
nesting bird; I can’t. I can tell you, however, that we take great pains to 
anticipate the effects which our actions will have and to minimize them. Things 
are not the same as they were before we came, but it is still easy to catch a 
mess of three or four-pound speckled trout in the Twin Falls reservoir—it’s 
been there now for nearly a decade—and, as the photographs in the accom- 
panying booklet suggest, to catch an occasional glimpse of the wild creatures 
with whom we share this country. 


I would like to draw your attention especially to the back cover. This is a 
young bald eagle photographed when he was about three months old. He 
was born last summer not far from where the Lobstick dyke construction 
was going on. There was some excitement in our organization when we first 
learned that the union of a pair of bald eagles nesting in the area had 

been blessed by an eaglet. Bulletins from nestside were soon as eagerly 
awaited at the head office as the production figures. After numerous con- 
ferences and consultations with ornithologists, an expedition was mounted 

to take the youngster’s official portrait. With an impressive display of stealth 
and agility, photographer Mike Slade took the picture and withdrew without 
disturbing the happy family. This success led us to carry on with the idea 

of bringing to you a view of Labrador which is perhaps a little different than 
what you might have expected. We hope that you will share some of our 
enthusiasm for this remarkable and unappreciated land. 


In closing, I should like to thank my colleagues, men and women, in the 
Brinco Group for their staunch support in our mutual endeavors. As always 


their unquenchable spirit, loyalty and professional excellence prompt my 
profound admiration. 


Lt Vee aes 


WILLIAM D. MULHOLLAND, 
PRESIDENT AND CHIEF EXECUTIVE OFFICER 


Montreal, March 29, 1971. 
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BRITISH NEWFOUNDLAND CORPORATION LIMITED 
AND WHOLLY OWNED SUBSIDIARY 


Consolidated Balance Sheet December 31, 1970 


Assets 


Current assets: 


Cash and short-term deposits 
Marketable securities, at cost (market value $194,000) 
Accounts receivable (including $886 from affiliate) 
Special refundable tax 


Investment in Churchill Falls (Labrador) Corporation Limited (notes 1 & 2)............ 


Land, buildings and equipment, at cost less $3,518,441 accumulated depreciation 
Preproduction expenditures less $2,695,155 written off 
Expenditures on Lower Churchill River project 
Expenditures on natural resources, rights and concessions less $98,563 written off 
Organization and financing expenses 


Liabilities 


Current liabilities: 


Accounts payable (including $29,036 to unconsolidated subsidiary)................... 


Accrued liabilities 


Shareholders’ equity: 


Gaile eS COe Kea OC Orcs emerep mame m tye comentario, Keay PRN fot eg ce Ra ce 
VEL UNeUOAL TNS a OMOUGL SMe ee ie bit ak ii teapnoctsa arcana are Meck Ohare Caco ile aren aer Pleeera ea 


Commitments and contingent liabilities (note 4) 


1970 


$ 6,680,249 


1969 


$ 5,406,440 


197,660 197,660 
1,529,692 1,494,971 
— 95,484 
482,674 512,896 
8,890,275 7,707,451 
50,680,426 50,426,566 
1,668,890 2,190,225 
782,504 1,300,732 
2,656,229 2,301,250 
120,787 45,729 
2,427,246 2,427,246 
$67,226,357 $66,449,199 
$ 353,686 $ 533,525 
384,638 390,398 
88,500 114,000 
826,824 1,037,923 
66,152,221 65,362,444 
247,312 48,832 
66,399,533 65,411,276 
$67,226,357 $66,449,199 


The accompanying notes are an integral part of the above consolidated balance sheet and should be read in conjunction therewith. 


On behalf of the Board: 


WILLIAM D. MULHOLLAND, Director 


M. F. NICHOLSON, Director 
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BRITISH NEWFOUNDLAND CORPORATION LIMITED 
AND WHOLLY OWNED SUBSIDIARY 


Consolidated Statement of Earnings and Retained Earnings 
for the year ended December 31, 1970 


Sales: 
sales of copper concentrates. (note. 5)... 2 ca. eee eee ee eae 
On etcl aac}: 1(--  aen  e re epee es ver ee nas jis oop cooo Cpa ad odd boo obs 


Operating and administrative expenses. 44.. 4.5: h.42¢ 0G ee eee eee 
Depreciation and preproduction expenditures written off.........................-.0-. 
Exploration expenditures 24.55. an.oe bc ee eee 
Mining taxes: s.cce cx 5 5 enc 40 oehs Sl Sd Tr Ch OPTS CUOE TG RACs Oa Rene enn 


Operating profit (loss) for the years)... 2 scstece sree ete ener ere 


Income from investments... eo i6 oe dc ee ee ee eae ae 


Equity in net earnings of unconsolidated subsidiary... 20.5 eee eee 


Harnings before income taxesrand extraordinaryaltei seein enn ne 
Provision for income taxes (HOte 6) 5 foci: gee ae ee 


Harnings belore extraordinary items (note 7). .2.-. 12. eee 
Reduction m mcome taxes due to loss carry forward)... eset ee 


Net earnings forthe year (mote 7 )i7 3 ne cates fers a ee 
Retained carnings at begimmingiof year. 45.5. 9). so ee ee ee 


Net exploration expenditures as at December 31, 1968 written off...................... 
Reduction in equity in retained earnings of subsidiary 
due to change in minority interest 


Retained earnings at end of year 


1970 


$ 5,907,728 
26,790 


5,934,518 


3,687,496 
1,247,672 
1,551,307 

84,697 


6,571,172 


(636,654) 


581,274 


(55,380) 


253,860 


198,480 
65,788 


132,692 


65,788 


198,480 


48,832 


247,312 


$ 247,312 


1969 


$ 6,025,735 
25,591 


6,051,326 


3,078,653 
1,279,281 
1,234,196 

107,862 


5,699,992 


351,334 


401,035 


752,369 


243,527 


995,896 


995,896 


995,896 
3,685,837 


4,681,733 


(4,573,086) 


(59,815) 


$ 48,832 


The accompanying notes are an integral part of the above consolidated statement of earnings and retained earnings and should be read 


in conjunction therewith. 
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BRITISH NEWFOUNDLAND CORPORATION LIMITED 
AND WHOLLY OWNED SUBSIDIARY 


Consolidated Statement of Source and Application of Funds 
for the year ended December 31, 1970 


1970 1969 
Source of funds: 
From current operations: 
Net earnings (loss) before equity in 
Metearnings of amconsoldated subsidiary. ..sa2se 02 eee a) hues ee ee eee $ (55,380) $ 752,369 
Depreciation and preproduction expenditures written off......................... 1,247,672 Geo ecol 
1,192,292 2,031,650 
TSSUETOUECAD LGA SUOC Keates. fee ee ae ola yCltns stunts Sele rome Ree AE eee 789,777 80,410 
1,982,069 2,112,060 
Application of funds: 
Expenditures on lower Churchill River project...........:....0++e.5seesee essen os 304,979 1,958,996 
Expenditures on natural resources, rights and concessions................. 0000-0000. 75,058 — 
Hand, bildings ‘and equipment — net. 2200. an. 2s eens Abo te ie ae oe 208,109 398,975 
Oneanizanlons amu tinancine Expenses... ey.¢ saci dai anes: xs, een ee ee ee Se — 2,703 
588,146 2,360,674 
PMeneasen (GCE EASE) MIM: WOr King Capital perce ac cscn a avs ra, cn Secuerees ah ecw yeu ees ore Or ee $ 1,393,923 $ (248,614) 


The accompanying notes are an integral part of the above consolidated statement of source and application of funds and should be read 
in conjunction therewith. 
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BRITISH NEWFOUNDLAND CORPORATION LIMITED 
AND WHOLLY OWNED SUBSIDIARY 


Notes to the Consolidated Financial Statements as at December 31, 1970 


(1) 


10 


Principles of Consolidation: 


The consolidated financial statements of British Newfoundland Corporation Limited include the accounts of its wholly 
owned subsidiary British Newfoundland Exploration Limited (“‘Brinex’’). 


The Company holds 56.96% of the issued share capital of Churchill Falls (Labrador) Corporation Limited (‘‘Churchill 
Falls’) and Churchill Falls in turn owns 334% of the share capital of Twin Falls Power Corporation Limited which 
shares represent voting control of that company. 


In the opinion of the directors, the assets and liabilities and operations of Churchill Falls are so dissimilar to those of the 
Company, that a consolidation of its accounts with those of the Company does not produce financial statements which are 
as meaningful and informative as the separate financial statements of the Company and Churchill Falls. The investment 
in Churchill Falls is, however, carried on an equity basis. 


Investment in Subsidiary: 
Company’s share of 


Shares at earnings since 
cost acquisition Total 
Churchill Falls (Labrador) Corporation Limited. .................. $49,646,797 $1,033,629 $50,680,426 


A proportion of the Company’s shareholding in Churchill Falls is deposited under a Voting Trust Agreement between the 
Company and Quebec Hydro-Electric Commission. 


The covenants of the debt instruments of Churchill Falls prohibit that company from paying cash dividends prior to 
completion of the Churchill Falls Project and place restrictions on the payment of cash dividends thereafter. 


Capital Stock: 


(a) Common shares without nominal or par value authorized and issued as at December 31, 1970 were: 


Shares Amount 
ANICILOPIZ E5285 a essed estes, 2 hese ya & ee Np ae Oa 25,000,000 = 
Issued-and filly Paidite cles «sche osu puss One eee ern ear ee 22,903,985 $66,152,221 

(b) During the year, the following shares were issued: 

Shares Amount 
—— Under the 1970\stock Option Plan (ote 2 (Cees ent eee eer ar ee er 10,333 $ 38,232 
— Under an agreement with a director and ofticer:...5=.4. sy eee 100,000 417,000 
— Under options granted on October 10, 1968, to then directors and officers. . . 66,500 314,545 
— Under an option granted August 24, 1966, to a director and officer......... 5,000 20,000 


181,833 Sie (O05 Ce 


(c) During 1970, 500,000 common shares were set aside for issuance pursuant to the provisions of the 1970 Stock Option 
Plan approved at the annual shareholders’ meeting in May 1970. As at December 31, 1970, there were 178,000 shares 
on which options had not been granted as follows: 


mliares set asides sos 5 8 et cts aa tes cele kas ele onic me ee ee re eee 500,000 
Options granted at $3.70 exercisable on or before May 6, 1975, (195,000 to directors and officers). . 332,000 

168,000 
Options lapsed’ during the years. 57 qa cece: «ee eee eee er ee 10,000 


178,000 


Brinco 


BRITISH NEWFOUNDLAND 
CORPORATION LIMITED 


(4) 


(5) 


(6) 


(7) 


(d) Options outstanding as at December 31, 1970: 


Under the 1970 Stock Option Plan, 311,667 shares (195,000 to directors and officers) at $3.70 per share exercisable 
on or before May 6, 1975. 


Under options granted October 10, 1968, 40,500 shares (2,000 to directors and officers) at $4.73 per share exercisable 
for a period of five years from October 10, 1968. 


Commitments and Contingent Liabilities: 


(a) In 1953 the Government of Newfoundland and the Company entered into an agreement (‘Principal Agreement”’) 
whereby the Company was granted options on extensive natural resource concessions within the Province of New- 
foundland. 


Under the terms of the Principal Agreement, as amended, the Company is obligated to pay to the Government of 
Newfoundland an annual rental equal to 8% of the consolidated net profits before income taxes (as defined) of the 
Company and its subsidiary companies excluding Churchill Falls (Labrador) Corporation Limited, resulting from the 
operation of the concessions and rights granted by the Principal Agreement. 


(b) The liability of Brinex under its pension plan for past service is being paid by annual instalments over 20 years. The 
payment for past service in 1970 was $1,500 and the total unfunded liability as at December 31, 1970, for past service 
was $20,500. 


Sales of Copper Concentrates: 


Sales of copper concentrates include an amount of $2,105,776 in respect of copper concentrates delivered during the year 
for which final settlement had not been received. These shipments have been valued at an estimated copper price of 40¢ 
per pound less costs of smelting, refining and freight. 


Income Taxes: 


Brinex claims for tax purposes exploration, depreciation and preproduction expenditures sufficient to offset income that 
would otherwise be taxable. At December 31, 1970, depreciation and amounts written off since the commencement of 
operations exceeded allowances claimed for tax purposes by $4,588,000. 


Earnings per Share: 


1970 sbeToye) 
Karnings, belore extraordinary iGmss 7.5. .5o.s0.one sn ne esas es so rd aman mes $.006 $.044 
IN @tacannilng ss tOl Ulery Calc, tec te ale aan b cucey ao cl aiek © cy ened wera ete kee ara s Pn Mass ei go bo oA .009 044 
Company Directors’ and Officers’ Remuneration: 

Number Aggregate Remuneration 
Company Brinex Churchill Falls Total 

IDIWHXOHIES. occu ow bdsaboevoscowe hoe 20 $27,600 $3,950 $12,250 $ 43,800 
OPiCer smear Neer Menara ers ee. 9 47,532 — 71,476 119,008 


There were three officers who were also directors. 


Four of the officers did not receive remuneration as officers from any of the above companies. 
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Brinco 


BRITISH NEWFOUNDLAND 
CORPORATION LIMITED 


BRITISH NEWFOUNDLAND CORPORATION LIMITED 
AND WHOLLY OWNED SUBSIDIARY 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of British Newfoundland Corporation 
Limited and wholly owned subsidiary as of December 31, 1970, and the consolidated state- 
ments of earnings and retained earnings and source and application of funds for the year 
then ended and have obtained all the information and explanations we have required. Our 
examination included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in the 
circumstances. 


In our opinion, and according to the best of our information and the explanations given 
to us and as shown by the books of the companies, these consolidated financial statements 
are properly drawn up so as to exhibit a true and correct view of the state of the affairs of 
the companies at December 31, 1970, and the results of their operations and the source and 
application of their funds for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


PEAT, MARWICK, MITCHELL & CO. 
Chartered Accountants. 
Montreal, Quebec 
February 5, 1971 


CHURCHILL FALLS 


(LABRADOR) CORPORATION LIMITED 


Balance Sheet as at December 31, 1970 


Assets 
Current assets: 


Cash and short-term deposits 


1970 


$ 17,883,591 


1969 


$ 43,935,702 


mecounts receivable (including $210;559 trom affiliates)... 4........-.-.-++2e-2-e 4,345,304 D3 14,308 
UE CIMBreTmnC A leybaKcn eon os ome See Se tie), oes eb ak ee A AS ee = Palo qales 
SUppMes amd prepaidiexpensess 05 ao suc deus suns van eee nee neni eees see 1,316,510 492,106 
OCA CUNT eMeASSClSmen ts teaetitens meee h ae CoN A 3) Wy SORE Om) CON Se oa 23,545,405 49,823,879 

dE ONAVORSIS) AYES 6 Ml OW iat gl KS As: ciel ON 2 Se Regen Src PRON aogier a Ae Ue ee eee MU — 1,400,000 
Investment in shares of Twin Falls Power Corporation Limited (note 1)................ 2,676,233 2,682,959 
Charneclanlil IMIS: jayne jOrOVECe, BW CONG, ooasugcecesucuassoescuuuuceausocsuunusaue 447,470,756 DAR APOIO 
LESS awepinnulleynecl CleORACIAGOM . act nome dunnnsgeotadcuaeaungueebasnoanasconst 5,747,456 5,012,656 
441,723,300 237,558,854 

ID lays, CUSGOUIME Byacl MiMeNACMAE GODEMNSES; 9 conn togcoons aoe snodnodsnoseneasngunonde 4,432,318 3,182,002 
$472,377,256 $294,647,694 


Liabilities 


Current liabilities: 


LCC UA Sg NCUY CUO Le MR ison, Bens = oes eee ce GE heey haga PICEA Ua aca ona ais ae Oh Sea 


$ 27,237,791 


$ 18,272,848 


IN prea INH OMNES Ire 2 oe 5 5 eg A Go oe Gis a er a HRS tenons oh cet oa hem ee 3,034,415 2,941,180 
Avohee yl Oueiet Svan nel MEN SMILES: so ntyqce dg wine a Ao Oats Oi osaeee ease wes B ascgedocd Grito coe Git 30,272,206 21,214,028 
Long-term debt dnote Zig. ccs kia wa ws oosee 6 taut bs a tyres aoe ees hee ae 357,209,956 188,984,488 
Shareholders’ equity: 

GAp ib vestor x (MObELs) aa .ars eee ene Fo cre ane Nips nicl @ Pata eae en peer eas 82,899,992 82,899,992 
Retained peariince sOUeen am. tal uals, set or oievy eto aepere de re aces uate ase nate fac oe 1,995,102 1,549,186 
84,895,094 84,449,178 

Commitments and contingent liabilities (note 5) 
$472,377,256 $294,647,694 


The accompanying notes are an integral part of the above balance sheet and should be read in conjunction therewith, 


On behalf of the Board: 


WILLIAM D. MULHOLLAND, Director 


R. A. BOYD, Director 
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CHURCHILL FALLS 


(LABRADOR) CORPORATION LIMITED 


Statement of Earnings and Retained Earnings 
for the year ended December 31, 1970 


Revenue from Twin Falls Power Corporation Limited: 
Rentalvof rights. and facilities |. a.;.cessausseaee else eee ee 
Construction management) fees. 154 9s ns eee ee ee eee 


Gross TEVENUGs 6 cis c/s wis 5-6 es ea ROE OR ie Bg Dien en a 


Newfoundland rental: (ote 5(5) \av: saws stn cee aces ee eo ee eae 
Depreciation ..j55::. eee Fs lS ER en, SE Ree ae 


Operatiney Prokite (Oss) eto wate yy ecu see rere ra eae ene nna 


Equity in net earnings of Twin Falls Power Corporation Limited for the year........... 


INet carnings forthe syearm: 54 awh.) 4) « ages hea oa aes ore oe Tee 


Retamedsearminessats beim ONO l nye: ae eee ae en nee nea nr 


Retained earnings at end of years... Joon sc. cn eons 2 ee ene eerie 


1970 


$ 734,800 


734,800 


72,358 
734,800 


807,158 


(72,358) 


518,274 


445,916 
1,549,186 


$ 1,995,102 


1969 


$ 725,000 
318 


725,318 


10,217 
725,318 


795,535 


(70,217) 


497,788 


427,571 
1,121,615 


$ 1,549,186 


The accompanying notes are an integral part of the above statement of earnings and retained earnings and should be read in conjunction 


therewith. 
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CHURCHILL FALLS 


(LABRADOR) CORPORATION LIMITED 


Statement of Source and Application of Funds 
for the year ended December 31, 1970 


Source of funds: 


1970 1969 
From current operations: 
Net earnings (loss) before equity in net 
carmings oil win Falls. Power Corporatiom limited, .0,2.....255.205)050-29-0..- $ (72,358) $ (70,217) 
UD eli Re Chal OL ag Mas SAR tne ken har ae DURA ny Deyn deena R Re Ae ree 734,800 725,318 
662,442 655,101 
INSCHUIGI@IN tn Theale Ineliel lony WHeWSWEO. ...5200co cer ne enccoucaaceudenonngepavesesueer 1,400,000 (1,400,000 ) 
Dividends trom Twin Falls Power Corporatiom Limited’....-...4....4.44.4.-+4-5.-4- 525,000 562,500 
BSS LOM OIE Ca DIVAS LOCI m. eh ore cans Mera econ et ey wa rere Sea enn een en Seamer ee ee a — 6 
Issue of long-term debt: 
Ines INOS. IBONNCIS) SERIO IN wo oe aa oemadnape gon ohunsaaegdoaouomneesoone 160,975,468 77,109,488 
IPAS: IMIomigare: IBoiniGlsy Seis 13. ose seen seu acgucsedapucracoosbuadenncnoneuuneas 7,250,000 11,875,000 
GremeraleVLOREe eer OMS eee gern me nni tag peat eaten. Arcee oh ean tn RTT eke eee — 75,000,000 
170,812,910 163,802,095 
Application of funds: 
Wevelopmentrot Churchill Malls power project... 22s... ye- ue ceo: See nace sae eee ee 204,899,246 IAS Za Welll 
Bebredigcountmandinancinetexpenses 1. cAveegs cs «ou rad oo ee het ee a eee eats 1,250,316 LOG, 209 
206,149,562 130,848,400 


Imereasea decrease him working cCapitalimic:.. oe opine ace: ohne Oe cregee stn Sent $ (35,336,652) $ 83,453,695 


The accompanying notes are an integral part of the above statement of source and application of funds and should be read in conjunction 
therewith. 
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CHURCHILL FALLS 


(LABRADOR) CORPORATION LIMITED 


Notes to the Financial Statements as at December 31, 1970 


(1) 
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Investment in Shares of Twin Falls Power Corporation Limited: 


Churchill Falls (Labrador) Corporation Limited (‘‘Churchill Falls”) holds voting control of Twin Falls Power Corporation 
Limited (‘‘Twin Falls”) through its ownership of all the Class A shares which carry four votes per share but these shares 
represent only one third of the shareholders’ interest in Twin Falls and, therefore, its assets and liabilities have not been 
included in Churchill Falls’ financial statements. The investment in Twin Falls is, however, carried on an equity basis. 


Original costctos e.gih os 4 5 Fw Sek ae 4 8 ted geen Oe ET Uae $ 2,500,000 
Hquity in retained earnings at beginning of year. -2 4 2 oe eee ee $ 182,959 
Kouwity innetrearnines for they ears 2s ae eee ene en ne eee ene 518,274 
701,233 
Dividends: for-theryears.4... 46.4.96 eonvecs 3a chore; CO Oe eee 525,000 7 GA2o38 
$ 2,676,233 
Long-Term Debt: 
Authorized Issued and Outstanding 
First Mortgage Bonds: 
734% Series A due December 15, 2007........... $500,000,000 (U.S.) $225,450,000 (U.S.) $238,084,956 
74% % Series B due December 15, 2007........... 50,000,000 — 19,125,000 
General Mortgage Bonds: 
716% due three years after latest maturity of any 
FurseViorteavee ond See siren nee eee 100,000,000 — 100,000,000 


$357,209,956 


The First Mortgage Bonds Series A are carried in the balance sheet at the proceeds realized in Canadian dollars. 


Bond Purchase Agreements dated May 15, 1969, have been signed covering the purchase of all the authorized First 
Mortgage Bonds. 


The First Mortgage Bonds are repayable in semi-annual instalments commencing two years after completion of the 
Churchill Falls power project (‘‘Project’’) sufficient to retire them fully by maturity. 


The Deed of Trust and Mortgage securing the General Mortgage Bonds provides for a sinking fund to be applied in 
redemption of the bonds, commencing after completion of the Project amounting to 2% of the balance outstanding at 
the commencement of each year, payable in semi-annual instalments. The General Mortgage Bonds are subordinate to the 
First Mortgage Bonds. 


Churchill Falls has entered into an agreement dated May 15, 1969, with a consortium of Canadian banks, the terms of 
which provide for a credit not exceeding $150,000,000 at any one time outstanding. No amounts may be drawn down 
under the agreement prior to January 1, 1972, and it is subject to certain other conditions. 

Capital Stock: 


Common shares without nominal or par value authorized and issued as at December 31, 1970, were: 


sa pa 
Authorized, 5023.09 54 jad oh nics gates. § Sav gh See 10,000,000 
Issued and fully paidis, oc5:.5 wes anon ks ed 8,759,999 $ 82,899,992 


There are restrictions on the issue of further capital stock without the approval of the holders of at least 75% of the 
outstanding common shares. 
Dividend Restrictions: 


The covenants of the debt instruments of Churchill Falls prohibit the payment of cash dividends by Churchill Falls 
prior to completion of the Project and place restrictions on the payment of cash dividends thereafter. 


CHURCHILL FALLS 


(LABRADOR) CORPORATION LIMITED 


(5) 


(6) 


Commitments and Contingent Liabilities: 


(a) At December 31, 1970, Churchill Falls had entered into contracts related to the Project involving expenditures 


after that date estimated at $135,000,000. 


(b) Under the Terms of The Churchill Falls (Labrador) Corporation Limited (Lease) Act, 1961, and amendments thereto, 
Churchill Falls has entered into a 99-year lease covering the water power potential of the Upper Churchill Watershed 
and is required to pay an annual rental of 8% of the consolidated net profits before income taxes (as defined) and an 


annual royalty of 50 cents per horsepower year generated (as defined). 


(c) Churchill Falls’ liability under its pension plan for past service is being paid by annual instalments over 20 years. 
The payment for past service in 1970 was $2,100 and the total unfunded liability for past service as at December 31, 


1970, was $27,900. 


Income Taxes: 


Churchill Falls had no income subject to tax. 


Power Contract: 


Quebec Hydro-Electric Commission and Churchill Falls have entered into a power contract dated May 12, 1969, providing 
for the purchase of substantially all the power from the Project for an initial period of approximately forty years with a 


renewal for a further period of twenty-five years. 


Company Directors’ and Officers’ Remuneration: 


Number 
DING CLONS tee ee ee Seas Aree Pee EN AO get BOE Ris Aa NA St OR ee! Le en Ee Oe 14 
OEIC ETS ee Cee ee eee eR ee eet Oa tpn AONE a a, | IO 9 


There were three officers who were also directors. 


Five of the officers did not receive remuneration as officers from Churchill Falls. 


Aggregate Remuneration 


$ 21,517 
123,804 


CHURCHILL FALLS 


(LABRADOR) CORPORATION LIMITED 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the balance sheet of Churchill Falls (Labrador) Corporation Limited 
as at December 31, 1970, and the statements of earnings and retained earnings and source 
and application of funds for the year then ended. Our examination included a general 
review of the accounting procedures and such tests of accounting records and other sup- 
porting evidence as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position of the 
company at December 31, 1970, and the results of its operations and the source and ap- 
plication of its funds for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


PBRAT, MARWICK, MITCHELL & CO: 
Chartered Accountants. 


Montreal, Que. 
February 5, 1971 
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Report of Directors to Shareholders 


The year 1970 was marked by considerable progress particularly in the con- 
struction of the Churchill Falls Project and in the moulding of a renewed 
senior management group following the tragic air accident which took place 
in November 1969. 


While the organization has been busily engaged during the year in the de- 
velopment of hydro-electric power and in mining and exploration, manage- 
ment has also been reviewing other suitable development opportunities. 


HYDRO-ELECTRIC POWER 
Churchill Falls Project 


The Annual Report of Churchill Falls (Labrador) Corporation Limited, 
which accompanies this report, contains financial and operating information 
concerning the Churchill Falls development and Twin Falls Power 
Corporation Limited. 


Your Company has taken the major role in the equity financing of CFLCo 
through the formative years of the Churchill River power development and 
the building of the Twin Falls Plant. Brinco owns 57 per cent of the equity 
capital of CFLCo. The other shareholders in that corporation are the 
Newfoundland Government and the Quebec Hydro-Electric Commission. 
The latter, in addition, is the principal customer for the power. 


1970 was a very successful construction year for the Churchill Falls Project. 
It was possible not only to regain the ground lost on 1969 due to the rail 
stoppage, but to reach a point where some aspects of the work were ahead of 
the program which overall continues on schedule. This success was partly 
attributable to the very good weather conditions during the construction 
season which extended longer into the autumn than is usual in Labrador. It 
was also due to the outstanding performance of the Project team and other 
personnel associated with the Project. 


Everyone connected with the Churchill Falls development looks forward 
eagerly to the testing of the first two turbine/generator units which is 
expected to take place before the end of 1971, and to the first commercial 
delivery of power which is scheduled for May 1, 1972. 


Final completion of the Project is presently scheduled for 1976. 


Lower Churchill River Project 


As referred to in previous Annual Reports, Brinco has been studying in detail 
the feasibility of a power site at Gull Island on the Lower Churchill River 
approximately 130 miles downstream from the Churchill Falls Project. To 
December 31, 1970, these studies have involved a total expenditure of 
approximately $2.7 million. During 1970, detailed engineering studies of the 
power site were continued including additional drilling work and considera- 
tion of alternative designs for the dam, powerhouse and spillway structures. 
(continued on page 20) 
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These studies, conducted by our own staff and our engineering consultants, 
have resulted in a conceptual design, and a definitive construction schedule 
and capital cost estimate. 


Certain provisions in the Government’s White Paper on Tax Reform publish- 
ed in November 1969, would if implemented have a substantially detrimental 
effect upon the Gull Island project. Your management has drawn the atten- 
tion of the responsible authorities to the serious problems which would exist 
were the Government’s proposals carried out in their present form and we 
believe our position is now well understood. The feasibility of this project 
will depend upon reaching satisfactory agreement for the sale of power which 
will have to be based upon an economic price to the consumer and at the 
same time, provide for a reasonable return to the Company and to share- 
holders. This, to a substantial extent, depends upon the impact of taxation 
on the project and it is not possible to proceed with a detailed study of 
economic feasibility nor can negotiations for the sale of power take place 
until the Federal Government’s intentions on tax reform are known. Similar- 
ly, the necessary studies and planning for financing the project must be held 
in abeyance until this uncertainty is cleared away. Your Directors earnestly 
hope that this uncertainty will be resolved early in 1971 so that the further 
development of the hydro-electric resources of Labrador may proceed, bearing 
in mind the ever-increasing demand for electrical energy. 


In the meantime, Brinco engineers have been conducting surveys of other 
rivers in the region and certain sites have been designated for more intensive 
investigation. The broad purposes of these studies are, first, to provide in- 
formation to assist in planning for the orderly and efficient development of 
the region’s extensive hydraulic resources and, second, to facilitate planning 
for continuity of the supply of power in Labrador as local requirements for 
energy grow — as they inevitably will. 


MINING AND EXPLORATION 
Financial Results of Brinex 


Results of the operation of the Whales Back copper mine show mine oper- 
ating profit of $1,922,000 compared with $2,283,000 in 1969. The reduction in 
profit resulted from a number of factors. Lower copper production was expe- 
rienced due to higher dilution in the ore being drawn from above the 800-foot 
level, fewer tons milled due to harder grinding and a less free milling type 

ore being drawn from certain sections. Higher underground exploration and 
development costs were incurred in developing extensions and additions to 
the ore reserves at both Whales Back and Little Deer. London Metal Ex- 
change copper prices, at which most of Brinex’s copper concentrate is sold, 
rose dramatically from a level of 45 cents per pound at the end of 1967 toa 
peak of 80 cents per pound in the Spring of 1970 but fell sharply in the last 
six months to below 50 cents per pound at the end of the year. During the 
period of high prices, the Canadian Government required copper producers 
to sell a fixed percentage of their production at the Canadian price which was 
then lower. Current lower prices together with higher operating costs under 
changed conditions are expected to result in substantially reduced mine 
earnings in 1971. 


The past year’s exploration program involved the highest level of expendi- 
ture yet undertaken by Brinex. Exploration expenditures for the year 1970 
amounted to $1,551,000 and were charged entirely against income. This 
factor, together with depreciation and higher administrative costs, resulted 
in the net loss to Brinex of $178,000, reflected in the consolidated accounts 
of the parent company. 


Exploration 


Exploration expenditures by Brinex during 1970 totalled $1,551,000 com- 
pared with $1,234,000 during 1969. In addition, expenditures of $568,000 
were made by joint venture partners. 


A special feature of the 1970 exploration program in Labrador was the major, 
non-recurring airborne geophysical survey in central Labrador. This belt of 
country encompassing approximately 15,000 square miles, extends from 
Churchill Falls in the west to the Labrador coastline at Makkovik and is at 
present considered the most favorable for mineral search of all areas held by 
Brinex. Electro-magnetic, magnetic and radiometric measurements were taken 
over an aggregate of 31,300 line miles, covering approximately 7,500 square 
miles of the mineral belt. This survey was very substantial and will not be 
repeated. Expenditures on exploration in 1971 will be considerably below 
those incurred in 1970. 


As a result of the correlation of the favorable data obtained from the air- 
borne survey with work previously completed, it has been decided to con- 
centrate work during the coming season upon the Moran Lake and Seal Lake 
areas. While these areas may seem small in relation to our total concessions 
they nevertheless cover more than 4,000 square miles. The participation by 
other firms in this work as partners is under consideration at the present 
time. 


Exploration for uranium continued in the Makkovik area under a joint 
venture agreement with Urangesellschaft of West Germany. However, in view 
of the uncertainty created by the Federal Government’s announced policy 
regarding foreign interests in uranium properties, drilling was suspended in 
May 1970. The availability of adequate supplies of low-priced uranium 

oxide, with the prospect of potentially large quantities of uranium from new 
discoveries in Australia, do not augur well for an early firming of prices for 
uranium oxide. During the coming season work will continue on our dis- 
coveries of uranium mineralization in the Makkovik region. 


In Newfoundland, exploration continued in the Halls Bay area. The regional 
geochemical sampling program covering the entire Halls Bay Concession 
(986 square miles) has been completed. 


Brinex is also planning to undertake exploration in other areas of Canada 
during 1971. 
Mining 


At the Whales Back Mine 690,972 tons of ore grading .81 per cent copper 
were mined and milled, and produced 20,381 dry tons of concentrate con- 
(continued on page 28 ) 
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taining an estimated 10,262,676 pounds of copper. Mine and mill operating 
costs before depreciation and amortization averaged $3.95 per ton of ore. 


Development work in the Whales Back section continued below the 800-foot 
level and a current program of diamond drilling below the 1,100-foot horizon 
is designed to examine the possibility of additional mineable ore at depth. 
Recoverable ore reserves in the Whales Back orebody at year end were 
estimated at 1,000,000 tons grading 1 per cent copper. Development work at 
the adjoining Little Deer orebody, 3,000 feet away from Whales Back, has 
produced ore reserves of 170,000 tons at 2.3 per cent proven, and 40,000 tons 
at 3 per cent indicated. 


The collective agreement between Brinex and United Steelworkers of America 
Local 6960, representing the workers at Whales Back, expired February 28, 
1971. Negotiations for a new collective agreement are under way. 


Operations at the plant were generally satisfactory and the excellent safety 
record was maintained. 


CORPORATE DEVELOPMENTS 
Changes in Board of Directors 


As foreshadowed, the resignation of Mr. Henry Borden as Chairman was 
accepted with regret at the Annual Meeting held on May 6, 1970. Mr. 
Borden brought much strength and wisdom to the Brinco Group during 
extremely eventful years. He has served for seven years as a Director of 
which five years were as Chairman. He continues as a member of the Board 
of Directors and of the Executive Committee. 


At the 1970 Annual Meeting, Mr. Robert D. Armstrong and Mr. Robert 

D. Mulholland were elected Directors and Mr. R. D. Mulholland was sub- 
sequently elected Chairman of the Board. Mr. Mulholland is Vice-Chairman 
of the Bank of Montreal and holds positions on the boards of a number of 
organizations and corporations in Canada. 


Appointment of Officers 


At the last Annual Meeting, the following appointments were announced: 
Mr. Robert C. Berry as Vice-President & Chief Financial Officer 
Mr. Harold L. Snyder as Vice-President 
Mr. William E. Bradford as Comptroller & Chief Accounting Officer 


As of January 1, 1971, Dr. P. H. Grimley, formerly Chief Geologist, 
Labrador, was appointed a Vice-President of Brinex and has assumed the 
duties of Manager of Exploration. 


As of the same date, Dr. A. P. Beavan assumed new duties as Exploration 
Consultant to Brinco and will continue as a Vice-President of Brinex. 
(continued on page 24) 
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Stock Option Plan 


At the Annual Meeting of Shareholders last May, a new stock option plan 
for management and senior staff was approved. This plan was subsequently 
accepted for listing by the appropriate stock exchanges and securities com- 
missions. It provided for the allotment of 500,000 Common Shares of the 
Company to be issued under the provisions of the plan. 


The Directors wish to express their thanks and appreciation to the staff 


serving the four companies of the Brinco Group who responded to the 
challenges of 1970 with vigor and enthusiasm. 


Robert D. Mulholland, 
CHAIRMAN 


William D. Mulholland, 
PRESIDENT 
Montreal, March 4, 1971 


‘ome 


